3i6   THE PRINCIPLES WHICH SHOULD REGULATE

securities; and in one or other of these ways he
causes a new demand for money which can only
at such times be met from the Bank of England.
Everyone else is in want too. But without
inquiring into the origin of the increase at panics,
the amount of the bankers' deposits in fact increases
very rapidly; an immense amount of unused money
is at such moments often poured by them into the
Bank of England. And nothing can more surely
aggravate the panic than to forbid the Bank of
England to lend that money. Just when money is
most scarce you happen to have an unusually large
fund of this particular species of money, and you
should lend it as fast as you can at such moments,
for it is ready lending which cures panics, and
non-lending or niggardly lending which aggravates
them.

At other times, particularly at the quarterly
payment of the dividends, an absolute rule which
laid down that the bankers' balances were never
to be lent, would be productive of great inconveni-
ence. A large sum is just then paid from the
Government balance to the bankers' balances, and
if you permitted the Bank to lend it while it was
still in the hands of the Government, but forbad
them to lend it when it came into the hands of the
bankers, a great tilt upwards in the value of money